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1 . SUMMARY: ON FEBRUARY 15, THE GOA PROMULGATED A COMPRE- 
HENSIVE BANKING LAW (LAW2 1,526) PROVIDING A NEW LEGAL 
STRUCTURE FOR THE ENTIRE BANKIG SYSTEM. THE LAW DEFINES 
THE POWERS OF THE CENTRAL BANK AND THE FUNCTIONS AND RE- 
QUIREMENTS OF THE VARYING TYPES OF FINANCIAL INSTITUTIONS 
(INCLUDING COMMERCIAL, INVESTMENT, SAVINGS AND LOAN, AND 
MORTGAGE BANKS; FINANCE COMPANIES; AND CREDIT UNIONS); 

RESTRICTS FOREIGN INVESTMENT IN THE BANKING SECTOR TO 
COMMERCIAL AND INVESTMENT BANKS; STIPULATES THAT FOREIGN 
INVESTMENT IN FINANCIAL ENTITIES ARE SUBJECT TO THE SAME 
GENERAL PROVISIONS OF THE FOREIGN INVESTMENT LAW, 

WITH THE EXCEPTION THAT A FOREIGN BANK IS DEFINED AS ONE 
HAVING 30 PERCENT OR MORE FOREIGN OWNERSHIP OR WHICH IS 
EFFECTIVELY CONTROLLED BY FOREIGNERS; INSURANCE DEPOSITS 
AGAINST LOES WITHOUT CHARGE TO THE FINANCIAL INSTITU- 
TIONS; ELIMINATES CONSUMER CREDIT INSTITUTIONS BUT 
GIVES THEM ONE YEAR TO CONVERT THEMSELVES INTO CREDIT 
UNIONS OR FINANCE COMPANIES; AND TAKES AWAY FROM CREDIT 
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UNIONS THE RIGHT TO RECEIVE DEMAND DEPOSITS BUT ALLOWS 
THEM ONE YEAR TO ADJAST TO THE NEW PROVISION. SOME OF 
THE PRINCIPAL ARTICLES OF THE NEW LAW ARE SUMMARIZED 
BELOW: 

2. ARTICLES 1 1 AND 12: A FOREIGN LOCAL FINANCIAL 

ENTITY IS ONE WHICH IS 30 PERCENT OR MORE FOREIGN-OWNED 
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OR ONE WHICH IS EFFECTIVELY CONTROLLED BY FOREIGNERS. A 
NATIONAL LOCAL FINANCIAL ENTITY IS ONE WHICH IS NOT A 
FOREIGN LOCAL FINANCIAL ENTITY. 

3. ARTICLE 13: FOREIGN INVESTMENT IS ONLY PERMITTED 

IN COMMERCIAL AND INVESTMENT BANKS AND MUST BE ABLE TO 
PROMOTE FOREIGN FINANCIAL AND COMMERCIAL RELATIONS. IN 
ADDITION, THEY MAY ONLY BE ESTABLISHED ON THE BASIS OF 
RECIPROCAL TREATMEMENT FROM THE COUNTRY OF ORIGIN AND MUST 
BE APPROVED BY THE NATIONAL EXECUTIVE POWER. BRANCHES 
OF FOREIGN ENTITIES ALREADY ESTABLISHED IN THE COUNTRY 
AND THE NEW ONES AUTHORIZED MUST PERMANENTLY KEEP THE 
CAPITAL IN THE COMPANY CORRESPONDING TO ARTICLE 32 
(MINIMUM CAPITAL REQUIRED FOR FINANCIAL INSTITUTION) 

AND WILL REMAIN SUBJECT TO ARGENTINE LAWS AND COURTS. 

THE ACTIVITY IN THE COUNTRY OF REPRESENTATIVES OF FORE- 
IGN FINANCIAL ENTITIES MUST BE AUTHORIZED BEFORE 
HAND BY THE CENTRAL BANK. 

ARTICLE 14: ALL INCREASED CAPITALIZATION OF FINANCIAL 
ENTITIES, EXCEPT THAT COMING FROM THE DISTRIBUTION OF 
PROFITS, AND IVESTMENTS IN NEW ENTITIES BY FOREIGNERS 
OR FOREIGN LOCAL FIRMS, REQUIRED THE PIROR AUTHORIZATION 
OF THE CENTRAL BANK AND SUBSEQUENT APPROVAL BY THE 
NATIONAL EXECUTIVE POWER. 

4. A) ARTICLE 16: NATIONAL FINANCIAL ENTITIES CAN 

OPEN BRANCHES THROUGHOUT THE NATIONAL TERRITORY PRO- 
VIDED THAT THEY ADVISE THE CENTRAL BANK AT LEAST THREE 
MONTHS BEFOREHAND. DURING THIS PERIOD, THE CENTRAL BANK 
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MUST MAKE ITS OPPOSITION KNOWN IF THE REQUIREMENTS (FOR 
A NEW BRANCH) ARE NOT MET. 

B) FOREIGN LOCAL FINANCIAL ENTITIES DESIRING TO OPEN 
NEW LOCAL BRANCHES MUST MEET THE SAME REQUIREMENTS AS 
THE LOCAL NATIONAL ENTITIES AND, IN ADDITION, REQUEST 
PRIOR AUTHORIZATION FROM THE CENTRAL BANK AND FULFILL THE 
CONDITIONS OUTLINED IN ARTICLE 13 REGARDING RECIPROCITY 
AND FOREIGN FINANCIAL AND COMMERCIAL RELATIONS. 

5. ARTICLE 17: THE CENTRAL BANK MUST GIVE IT PRIOR 
APPROVAL BEFORE ANY BRANCHES OR TYPES OF REPRESENTATION 
CAN BE ESTABLISHED ABROAD. 

6. ARTICLE 28: THE FINANCIAL ENTITIES ENCOMPASSED BY 
THE LAW CAN NOT: 

A) EXPLOIT FOR THEIR OWN ACCOUNT, COMMERCIAL, INDUST- 
RIAL, AGRICULTURAL, OR ANY OTHER KIND OF COMPANY; 

B) PLACE LIENS ON THEIR ASSETS WITHOUT PRIOR 
AUTHORIZATION OF THE CENTRAL BANK; 
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C) ACCEPT AS COLLATERAL THEIR OWN SHARES; 

D) DEAL WITH THEIR DIRECTORS OR MANAGERS OR WITH 
COMPANIES OR PERSONS LINKED TO THEM IN CONDITIONS MORE 
FAVORABLE THAN THAT GRANTED TO THE GENERAL PUBLIC; 

E) EXCEPT FOR COMMERCIAL BANKS, ENGAGE IN TRANSFERS OF 
FUNDS FROM ONE MARKET TO ANOTHER. 

7. ARTICLE 31. THE ENTITIES MUST MEET THE RESERVE 
REQUIREMENTS ESTABLISHED IN RELATION TO NATIONAL OR 
FOREIGN DEPOSITS AND THEIR FINANCIAL ASSETS. 

8. ARTICLE 56: IF ANY ENTITY ENCOMPASSED BY THE LAW 
BECOMES BANKRUPT, THE CENTRAL BANK MAY EITHER: 

A) ALLOW OTHER ENTITIES IN THE SYSTEM TO TAKE OVER, 
EITHER PARTIALLY OR TOTALLY, THE DEPOSITS, OR 

B ) ADVANCE THE NECESSARY FUNDS TO RETURN THE DEPOSITS. 
TO THEIR OWNERS. 
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9. ARTICLE 58: CONSUMER CREDIT ASSOCIATIONS MAY 
TRANSFORM THEMSELVES OVER A PERIOD OF ONE YEAR INTO 
CREDIT UNIONS OR FINANCE COMPANIES IF THEY MEET THE 
APPROPRIATE REQUIREMENTS. 

10. ARTICLES 60 AND 62: THE CREDIT UNIONS HAVE ONE 
YEAR TO ADAPT THEMSELVES TO THE PROVISIONS OF THE 
PRESENT LAW (UNDER THE PRESENT LAW THEY CAN NOT ACCEPT 
DEMAND DEPOSITS). THEY CAN TRANSFORM THEMSELVES INTO 
COMMERCIAL BANKS AND KEEP THEIR COOPERATIVE JURIDICAL 
FORM IF THEY MEET THE REQUIREMENTS ESTABLISHED BY THE 
CENTRAL BANK. 

1 1 . COMMENT: THE INITIAL REACTION TO THE LAW FROM 
THE FOREIGN BANKING COMMUNITY IN ARGENTINA HAS BEEN 
GUARDED. WHILE THE CENTRAL BANK AND EXECUTIVE POWER 
HAVE CONSIDERABLE DISCRETIONARY AUTHORITY AND COULD 
IMPLEMENT THE LAW IN A LIBERAL MANNER, THE GENERAL 
THRUST OF THE LAW APPEARS TO BE DESIGNED TO MAKE FOREIGN 
INVESTMENT IN THE BANKING SECTOR RATHER DIFFICULT. 

ADEBA, THE LOCAL BANKING ASSOCIATION, EXPRESSED OUTRAGE 
AT THE ORIGINAL DRAFT OF THE LAW AND EVIDENTLY PERSUADED 
THE LEGISLATIVE ADVISORY COUNCIL (CAL) TO ADOPT A MORE 
RESTRICTIVE DEFINITION OF A FOREIGN BANK THAN THAT IN 

THE FOREIGN INVESTMENT LAW. 

CHAPLIN 
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